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TO: Stephen Ahearn, Director
Dan Pozefsky, Chief Counsel

FROM: Rodney Moore, Public Utilities Analyst V

RE: CASA GRANDE / STANFIELD CONSOLIDATION _ Report on
RUCO's audit of the Arizona Water Company Consolidated filing for
an Arsenic Cost Recovery Mechanism ("ACRM") Step 1 rate
increase for its Stanfield system and Step 2 rate increase for its
Casa Grande system.

AUDIT OBJECTIVE: The purpose and objective of this audi t was to
determine if the consolidated ACRM rate increases
for the Casa Grande and Stanfield systems is in the
public interest.

AUDIT PROCEDURES: I performed an audit of each system independently,
which forms part of this report.  I  analyzed the
Company's alternative proposals B and C to
determine which i s  fa i r  and reasonable to al l
customers affected by the consolidation.

AUDIT FINDINGS: The Casa Grande/Stanfield Consolidated ACRM filing
is in the public interest and RUCO recommends the
methodology developed by the Company in i ts
Alternative B proposal. Alternative B reduces the rate
increase to a reasonable level (10.5% for a 5/8"
meter) for the ratepayers of Stanfield, while burdening
the ratepayers with an insignificant raise in their
monthly bill (0.9% for a 5/8" meter). An additional
average monthly increase in rates of just $0.26 for
customers of the Casa Grande system will result in
monthly savings of $32.24 for customers of the
Stanfield system.

I

AUDIT RECOMMENDATIONS:
RUCO made an adjustment to the Company's ACRM
request for the Casa Grande system, however, the
Stanfield system is accurate as f i led. RUCO
recommended Consolidated ACRM rate increases
are displayed on the attached Schedule RUCO
ACRM-Corlsolidated.
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Arizona Water Company
Casa Grande Water System
Docket No. W-01445A-04-0-50
12 Months Ending December, 2007
Arsenic Surcharge Calculation

RUCO ACRM-CONSOLIDATED
Page 1 of 2

RUCO ADJUSTMENT TO ACRM - CASA GRANDE/STANFIELD CONSOLIDATED WATER SYSTEM
ALTERNATIVE B

RUCO ADJUSTMENT TO ACRM . cAsA GRANDE WATER SYSTEM
[A] [B] [C]

LINE
n o .

COMPANY
AS FILED

RUCO
ADJUSTMENT

RUCO
AS ADJUSTED

1
2
3
4
5
G
7

DESCRIPTION
Arsenic Plant Revenue Requirement

Gross Arsenic Plant in Service/Rate Base
Accumulated Depreciation Of Arsenic Plant (Step 1)
Arsenic Rate Base
Required Rate of Return (Dec. No. 68302)
Required Operating Income
Gross Revenue Conversion Factor (Dec. No. 68302)
Revenue Required - Return on Arsenic Treatment Plant

$

$

$

$

9,421 ,396
(134,429)

9,286,967
8.90%

826,540
1.63246

1,349,293

$ $

$

$

$

9,421 ,396
(134,429)

9,286,967
8.90%

826,540
1.63246

1 ,349,293

8
9

Depreciation Rate on Arsenic Treatment Plant
Depreciation on Arsenic Treatment Plant (Sch. 8, p. 1)

2.85%
268,858

2.85%
268,858

10

11

$

$

$

$

Lease Charges - Capital Portion

Revenue Required - Capital Costs

$

$

$ 1,618,151 1,618,151

12 105,750

13

Recurring O&M

Revenue Required - Recurring O&M Expenses

$

$

61,654

1,679,805

$

s

$

$

167,404

1,785,555

14 Revenue Required - Deferred O&M Expenses $ 61,654 $ $ 61,654

15 Total Revenue Required - Step 2 $ 1,741,459 $ 1 ,847,209

16 RUCO RECOM M ENDED _ COM PANY  PROPOSED -  ALTERNATIVE B

CURRENT RATES
WITHOUT

ACRM STEP 1

PROPOSED
ACRM STEP 2

(INCLUDES STEP 1)
BASE SURCHARGE

PROPOSED
ACRM STEP 2
DEFERRED

O&M SURCHARGE
TOTAL

PROPOSED

17 s 10.48 $ 2.63 $ 0.09 $ 13.20

18
19
20

RATES
Basic Monthly Minimum Service Charge

5/8" X 3l4" Meter
Commodity Rates Per 1,000 Gallons

0 to 3,000 gallons
3,001 to 10,000 gallons
10,001 gallons and over

$
$
$

1 .0000
1 .4869
1 .6500

$
s
$

0.2075
0.2075
0.2075

$
$
$

0.0072
0.0072
0.0072

$
$
$

1.2147
1.7016
1.8647
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Arizona Water Company
Stanfield Water System
Docket No. W-01445A-04-0650
t2 Months Ending Dcember, 2007
Arsenic Revenue Reqyuirement

RUCO ACRM-CONSOLIDATED
Page 1 of 2

RUCO ADJUSTMENT TO ACRM n CASA GRANDE/STANFIELD CONSOLIDATED WATER SYSTEM
ALTERNATIVE B

RUCO ADJUSTMENT TO ACRM - STANFIELD WATER SYSTEM
[A] [B] [C]

LINE
no.

COMPANY
AS FILED

RUCO
ADJUSTMENT

RUCO
AS ADJUSTED

1
2
3
4
5
6
7

$

$

$

$

314,066 $ $

$

$

$

314,066

DESCRIPTION
Arsenic Plant Revenue Requirement

Gross Arsenic Plant in Service/Rate Base
Accumulated Depreciation Of Arsenic Plant
Arsenic Rate Base
Required Rate of Return (Dec. No. 68302)
Required Operating Income
Gross Revenue Conversion Factor (Dec. No. 68302)
Revenue Required - Return on Arsenic Treatment Plant

314,066
8.90%

27,952
1 _63246
45,630

314,066
8.90%

27,952
1.63246
45,630

8
9

Depreciation Rate on Arsenic Treatment Plant (Co. Workpapers)
Depreciation on Arsenic Treatment Plant (Co. Workpapers)

10

11

$

$

$

3.51%
11,019

62,400

119,049

$

$

$

$

3.51 %
11,019

62,400

119,049

12 $ $

$13

Lease Charges - Capital Portion

Revenue Required - Capital Costs

Recurring O&M

Revenue Required - Recurring O&M Expenses

$

$ 119,049 119,049

14 Revenue Required - Deferred O&M Expenses $ $ $

15 Total Revenue Required - Step 1 $ 119,049 $ (105,750) $ 13,299

16 RUCO RECOM M ENDED _ COM PANY PROPOSED _ ALTERNATIVE B

CURRENT RATES
DEC. no. 68302

PROPOSED
ACRM STEP 1

BASE SURCHARGE

PROPOSED
ACRM STEP 2
DEFERRED

O&M SURCHARGE
TOTAL

PROPOSED

17 $ 14.65 s 1.92 $ $ 16.57

18
19
20

RATES
Basic Monthly Minimum Service Charge

5/8" X 3/4" Meter
Commodity Rates Per 1,000 Gallons

0 to 3,000 gallons
3,001 to 10,000 gallons
10,001 gallons and over

$
$
$

2.0300
2.8900
3.6000

$
$
$

0.2334
0.2334
0.2334

$
$
s

$
$
$

2.2634
3.1234
3.8334
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